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the National Flood Mitigation Fund in
accordance with section 1367 of the Na-
tional Flood Insurance Act of 1968 (42
U.S.C. 4104d.), as amended.

(e) Additional penalties. Any penalty
under this section shall be in addition
to, and shall not preclude, any civil
remedy, or criminal penalty otherwise
available.

(f) Statute of Ilimitations. No civil
money penalty may be imposed under
this section after the expiration of the
four-year period beginning on the date
of the occurrence of the violation for
which the penalty is authorized under
this section.

PART 1252—PORTFOLIO HOLDINGS

Sec.
1252.1 Enterprise portfolio holdings criteria.
1252.2 Effective duration.

AUTHORITY: 12 U.S.C. 4624.

SOURCE: 74 FR 5618, Jan. 30, 2009, unless
otherwise noted.

§1252.1 Enterprise portfolio holding
criteria.

The Enterprises are required to com-
ply with the portfolio holdings criteria
set forth in their respective Senior Pre-
ferred Stock Purchase Agreements
with the Department of the Treasury,
as they may be amended from time to
time.

§1252.2 Effective duration.

This part shall be in effect for each
Enterprise so long as—

(a) This part has not been superseded
through amendment, and

(b) The Enterprise remains subject to
the terms and obligations of the re-
spective Senior Preferred Stock Pur-
chase Agreement.

PART 1253—PRIOR APPROVAL FOR
ENTERPRISE PRODUCTS

Sec.

1253.1 Purpose and authority.

1253.2 Definitions.

1253.3 Notice of new activity.

12563.4 New product approval.

1253.5 Confidential information.

1253.6 Certifying and nullifying an approval.
1253.7 Failure to comply.

§1253.2

1253.8 Availability of new product to an En-
terprise after it has been approved for
the other Enterprise.

1253.9 Preservation of authority.

APPENDIX TO PART 1253—PRIOR APPROVAL
FOR ENTERPRISE PRODUCTS: INSTRUCTIONS
AND NOTICE OF NEW ACTIVITY FORM

AUTHORITY: 12 U.S.C. 4526; 12 U.S.C. 4541.

SOURCE: 74 FR 31604, July 2, 2009, unless
otherwise noted.

§1253.1 Purpose and authority.

The purpose of this part is to estab-
lish policies and procedures imple-
menting the prior approval authority
for enterprise products, in accordance
with section 1321 of the Federal Hous-
ing Enterprises Financial Safety and
Soundness Act of 1992 (Safety and
Soundness Act) (12 U.S.C. 4541), as
amended.

§1253.2 Definitions.

For purposes of this part:

Authorizing statute means, in the case
of Fannie Mae, the Federal National
Mortgage Association Charter Act (12
U.S.C. 1716 et seq.) and, in the case of
Freddie Mac, the Federal Home Loan
Mortgage Corporation Act (12 U.S.C.
1451 et seq.).

Director means the Director of the
Federal Housing Finance Agency or his
or her designee.

Enterprise means the Federal Na-
tional Mortgage Association (Fannie
Mae) or the Federal Home Loan Mort-
gage Corporation (Freddie Mac).

FHFA means the Federal Housing Fi-
nance Agency.

New activity means with respect to an
Enterprise, any business line, business
practice, or service, including guar-
antee, financial instrument, con-
sulting, or marketing, that is proposed
to be undertaken by the Enterprise ei-
ther on a standalone basis or as an in-
cident to providing one or more Enter-
prise products to the market, and
which was—

(a) Not initially engaged in prior to
July 30, 2008;

(b) Commenced by the Enterprise
prior to July 30, 2008, but which, after
July 30, 2008, the Enterprise ceased to
engage in, and presently intends to re-
sume; or
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(c) Offered or engaged in by the En-
terprise after July 30, 2008, at a signifi-
cantly different level, or in a signifi-
cantly different manner, in terms of
the activity’s effect on public interest
or risk to the Enterprise or the mort-
gage finance or financial system.

The term ‘‘new activity’’ does not in-
clude—

(1) Any Enterprise business practice,
transactions, or conduct performed
solely as an incident to the administra-
tion of the Enterprise’s internal affairs
to conduct its business; or

(2) Any business practice or service
undertaken by an Enterprise that is de
minimis in scope, volume, risk, or dura-
tion.

New product means any activity that
the Director determines merits public
notice and comment on matters of
compliance with the applicable author-
izing statute, safety and soundness, or
public interest. ‘“‘New product’ does
not include—

(a) The automated loan underwriting
system of an Enterprise in existence as
of July 30, 2008, including any upgrade
to the technology, operating system, or
software to operate the underwriting
system;

(b) Any modification to the mortgage
terms and conditions or mortgage un-
derwriting criteria relating to the
mortgages that are purchased or guar-
anteed by the Enterprise, provided that
such modifications do not alter the un-
derlying transaction so as to include
services or financing, other than resi-
dential mortgage financing;

(c) Any activity that is substantially
similar to the activities described in
paragraphs (a) or (b) of this section;

(d) Any activity that is substantially
similar to an activity or product that
has been approved in accordance with
this part for either Enterprise; or

(e) Any activity that is substantially
similar to an activity or product con-
tinuously undertaken by the other En-
terprise since prior to July 30, 2008.

Substantially similar. In considering
whether an activity is ‘‘substantially
similar” to any activity described in
section 1321(e)(1)(A) and (B) of the Safe-
ty and Soundness Act, 12 TU.S.C.
4541(e)(1)(A) and in paragraphs (a) or (b)
of this section under the definition of
new product, or to any activity ap-
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proved in accordance with this part, or
continuously engaged in by the other
Enterprise as referenced in paragraphs
(d) and (e) of this section under the def-
inition of new product, the Director
may consider if the activity in ques-
tion—

(1) Is a product;

(2) Is authorized under the applicable
authorizing statute;

(3) Represents an upgrade to the way
an approved product is delivered;

(4) Poses a significant change in risk
to the Enterprise or the mortgage fi-
nance system from a previously ap-
proved product or activity;

(5) Involves a significant change in
terms, conditions, or limitations ex-
pressly contained in any prior approval
granted under this part;

(6) Poses a significant change in its
effect on the public interest compared
to a previously approved product or ac-
tivity;

(7) Poses a significant change from a
previously approved product or activ-
ity and if so, does a tradeoff exist in
the composite of risk, public interest,
and safety and soundness elements in
the proposed new activity;

(8) Is likely to have significantly
more enterprise resources dedicated to
it;

(9) Requires approval by regulators
other than FHFA, including Federal,
State, or local regulators;

(10) Involves new classes or types of
borrowers, investors, or counterparties;

(11) Involves new classes or types of
collateral; or

(12) Such other factor as the Director
determines to be appropriate.

§1253.3 Notice of new activity.

(a) Before commencing a new activ-
ity, an Enterprise must submit a No-
tice of New Activity (Notice) to the
FHFA, and either receive a determina-
tion that the new activity is not a new
product, await passage of the 15 busi-
ness-day period as described in para-
graph (d) of this section, or, where
FHFA determines the new activity to
be a new product, await approval of the
new product under §1253.4. In addition,
for any new activity that an Enterprise
seeks to engage in which FHFA had
previously approved in accordance with
this part for the other Enterprise, or in

182



Federal Housing Finance Agency.

which the other Enterprise had en-
gaged continuously since prior to July
30, 2008, the Enterprise must submit a
Notice to FHFA. In support of its No-
tice, the Enterprise shall submit infor-
mation sufficient to allow the Director
to make a determination on the Notice
pursuant to section 1321 of the Safety
and Soundness Act (12 U.S.C. 4541), as
amended, including any information
required by FHFA by regulation or
otherwise. The Enterprise shall provide
a thorough, meaningful, complete and
specific description of the new activity
such that the public will be able to pro-
vide fully informed comment on the
new activity if FHFA determines the
new activity to be a new product. Such
information shall include that con-
tained in the FHFA Notice Form and
the Instructions for the FHFA Notice
of New Activity Form (Notice Form In-
structions) that appear in the appendix
of this part. The Notice Form and No-
tice Form Instructions may be amend-
ed from time to time by written direc-
tion of the Director. Requests for con-
fidential treatment for any portion of
an Enterprise’s submission must be
made consistent with §1253.5.

(b) FHFA will evaluate a Notice to
establish whether the submission con-
tains sufficient information for FHFA
to make a determination whether the
new activity is a new product subject
to prior approval. Upon establishing
that the Notice contains sufficient in-
formation, FHFA shall deem the sub-
mission complete and ‘‘received’ for
purposes of section 1321(e)(2)(B) of the
Safety and Soundness Act (12 U.S.C.
4541(e)(2)(B)), and shall notify the En-
terprise accordingly.

(c) No later than 15 business-days
after the Notice is deemed completed
and ‘‘received” for purposes of section
1321(e)(2)(B) of the Safety and Sound-
ness Act (12 U.S.C. 4541(e)(2)(B)), the
Director will make a written deter-
mination on the Notice, and shall no-
tify the Enterprise accordingly. The
Director may also approve the new ac-
tivity subject to such terms, condi-
tions, or limitations on the Enter-
prise’s engagement in the new activity
as the Director determines to be appro-
priate.

(d) If the Director fails to make a de-
termination within the 15 business-day

§1253.4

period specified in paragraph (c) of this
section, the Enterprise may commence
the new activity. The Director’s failure
to make a determination within the 15-
day period does not limit or restrict
the Director’s safety and soundness au-
thority or the authority of the Direc-
tor to review the new activity to deter-
mine whether the activity is consistent
with the statutory mission of the En-
terprise.

§1253.4 New product approval.

(a) Public notice. If the Director deter-
mines that the new activity is a new
product, FHFA shall publish a public
notice soliciting comments on the pro-
posed product for a 30 calendar-day pe-
riod.

(1) The public notice will describe the
new product and state the closing date
of the public comment period. The pub-
lic notice will provide instructions for
submission of public comment.

(2) The Director will consider all pub-
lic comments received by the closing
date of the comment period.

(3) In computing the 30 calendar-day
public comment period, FHFA excludes
the day on which the public notice is
published in the FEDERAL REGISTER,
from which the period begins to run,
and includes the last day of the period,
regardless of whether it is a Saturday,
Sunday, or legal holiday.

(b) Director’s determination. (1) No
later than 30 calendar-days after the
end of the public comment period, the
Director will provide the Enterprise
with a written determination on
whether it may proceed with the new
product. The written determination
will specify the grounds for the Direc-
tor’s determination.

(2) The Director will approve the new
product if the Director determines that
the new product complies with the ap-
plicable authorizing statute, is in the
public interest, and is consistent with
the safety and soundness of the Enter-
prise and the mortgage finance and fi-
nancial system. The Enterprise may
then offer the new product subject to
any terms, conditions, or limitations
as may be established by the Director.

(3) Among the factors that the Direc-
tor may consider when determining
whether a new product is in the public
interest are—
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(i) The degree to which the new prod-
uct might reasonably be expected to
advance any of the purposes of the En-
terprise under the applicable author-
izing statute;

(ii) The degree to which the new
product serves underserved markets as
set forth in section 1335 of the Safety
and Soundness Act (12 U.S.C. 4565);

(iii) The degree to which the new
product is being supplied or could be
supplied by non-government-sponsored-
enterprise firms;

(iv) Other alternatives for providing
the new product;

(v) The degree to which the new prod-
uct promotes competition in the mar-
ketplace or, to the contrary, would re-
sult in less competition and greater
concentration of economic activity or
risk;

(vi) The degree to which Enterprise
provision of the new product overcomes
natural market barriers or inefficien-
cies;

(vii) The degree to which Enterprise
provision of the new product might
raise or mitigate systemic risks to the
mortgage, mortgage finance or other
financial markets;

(viii) The degree to which the new
product furthers fair housing; and

(ix) Such other factors determined
appropriate by the Director.

(4) The Director will disapprove the
new product if the Director determines
that approval is inconsistent with ap-
plicable law, regulation, or FHFA pol-
icy thereunder, or contrary to public
interest or the safety and soundness of
the Enterprise or the mortgage finance
or financial system. If the Director dis-
approves the new product, the Enter-
prise may not offer the new product.

(5) The Director may establish terms,
conditions, or limitations on the En-
terprise’s offering of the new product
to ensure that the product offering is
consistent with applicable statutory
and regulatory standards, FHFA poli-
cies, public interest, or the safety and
soundness of the Enterprise or the
mortgage finance or financial system.

(6) If the Director fails to make a de-
termination within the 30 calendar-day
period that begins on the day after the
end of the public comment period, the
Enterprise may offer the new product.
The Director’s failure to make a deter-
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mination within such 30-day period
does not limit or restrict the Director’s
safety and soundness authority or the
authority of the Director to review the
new product to determine that the
product is consistent with the statu-
tory mission of the Enterprise.

(c) Temporary approval. (1) FHFA may
approve a new product without first
seeking public comments as described
in §1253.4(c) if—

(i) The Enterprise submits a specific
request for Temporary Approval that
describes the exigent circumstances
that make the delay associated with
the 30-day public comment period con-
trary to the public interest and the Di-
rector determines that exigent -cir-
cumstances exist and that delay associ-
ated with first seeking public comment
would be contrary to the public inter-
est; or

(ii) Notwithstanding the absence of a
request by the Enterprise for Tem-
porary Approval, the Director deter-
mines on his or her own initiative that
there are exigent circumstances that
make the delay associated with first
seeking public comment contrary to
the public interest.

(2) The Director may impose terms,
conditions, or limitations on the Tem-
porary Approval to ensure that the new
product offering is consistent with ap-
plicable statutory and regulatory
standards, FHFA policies, public inter-
est, and the safety and soundness of the
Enterprise or the mortgage finance
system.

(3) If the Director grants Temporary
Approval, the Director will notify the
Enterprise in writing of the Director’s
decision, and include the period for
which it is effective and any terms,
conditions or limitations. Upon grant-
ing of Temporary Approval, FHFA will
also publish the request for public com-
ment to begin the process for perma-
nent approval.

(4) If the Director denies a request for
Temporary Approval, the Director will
notify the Enterprise in writing of the
Director’s decision, and will evaluate
the new product in accordance with
paragraphs (a) through (c) of this sec-
tion.
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(d) Additional information. The Direc-
tor may request any information in ad-
dition to that supplied in the com-
pleted Notice if, as a result of public
comment or otherwise in the course of
considering the Notice, the Director
believes that the information is nec-
essary for his or her decision. The Di-
rector may disapprove a new product if
he or she does not receive the informa-
tion requested from the Enterprise in
sufficient time to permit adequate
evaluation of the information within
the time periods set forth in paragraph
(c) of this section.

§1253.5 Confidential information.

(a) Information presumed public. FHFA
will treat all information an Enterprise
submits in a Notice as public informa-
tion, except as provided in paragraphs
(b) through (d) of this section. FHFA
will also treat information provided by
a commenter, in response to a notice
requesting comment on an Enterprise
new product, as public information, ex-
cept as provided in paragraphs (b)
through (d) of this section.

(b) Confidential treatment request. An
Enterprise or commenter may des-
ignate specific information as con-
fidential and request that it not be
made publicly available. For any infor-
mation that an Enterprise or com-
menter seeks confidential treatment,
the Enterprise or commenter is re-
quired to submit a complete copy of
the Notice or comment, with a specific
request for confidential treatment. Si-
multaneously, the Enterprise or com-
menter is required to submit a copy of
the Notice or comment containing only
those portions for which no request for
confidential treatment is made, and
from which those portions for which
confidential treatment is requested
have been redacted. The Enterprise or
commenter must specify the bases for
designated information not being made
public as set forth in paragraph (c) of
this section.

(c) Required information. The Enter-
prise or commenter is required to pro-
vide the following information in sup-
port of its request for confidential
treatment of the designated informa-
tion—

(1) Identification of the specific infor-
mation for which confidential treat-

§1253.6

ment is sought, and the specific Notice
for which the information is being sub-
mitted;

(2) Explanation of the bases for the
proposed confidential treatment in-
cluding, but not limited to, why the in-
formation is ‘‘commercial or financial
information obtained from a person
and privileged or confidential” as that
phrase is used in Exemption 4 of the
Freedom of Information Act (FOIA), 5
U.S.C. 552(b)(4), and §1202.4(a)(4) of this
chapter;

(3) Explanation of the relevance and
necessity of the information to wheth-
er the Notice should be approved or de-
nied;

(4) Explanation of how disclosure of
the information would result in sub-
stantial harm to the competitive posi-
tion of the Enterprise or commenter;

(5) Explanation of whether the infor-
mation is available to the public and
the extent of any previous disclosure to
third parties;

(6) Justification of the time period
during which the Enterprise or com-
menter asserts that the material
should not be available for public dis-
closure; and

(7) Any other information that the
Enterprise or commenter seeking con-
fidential treatment believes may be
useful in assessing whether its request
for confidentiality should be granted.

(d) FHFA determination. FHFA will
determine whether the designated in-
formation may be withheld from public
disclosure and will notify the Enter-
prise or commenter of the determina-
tion. In the event that FHFA deter-
mines the information may not be
withheld from public disclosure, the
Enterprise or commenter may with-
draw the information or consent to
public disclosure. Requests for con-
fidential treatment that do not comply
with paragraphs (b) and (c) of this sec-
tion will not be considered.

§1253.6 Certifying and nullifying an
approval.

(a) An Enterprise shall certify,
through an executive officer, as that
term is defined by §1770.3(g) of this
title, that any filing or supporting ma-
terial submitted to FHFA pursuant to
regulations in this part contains no
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§1253.7

material misrepresentations or omis-
sions. FHFA may review and verify any
information filed in connection with a
Notice. If FHFA discovers a material
misrepresentation or omission after
the Director has rendered a decision on
the filing, FHFA may nullify any ap-
proval or modify the terms, conditions,
and limitations to such approval. For
purposes of this paragraph, an Enter-
prise’s authority to offer a new product
or engage in a new activity by reason
of the Director’s not having made an
explicit determination within the stat-
utory time period constitutes an ap-
proval.

(b) Any person responsible for any
material misrepresentation or omis-
sion in a submission or supporting ma-
terials may be subject to enforcement
action and other penalties, including
criminal penalties provided in 18 U.S.C.
1001.

§1253.7 Failure to comply.

(a) Unless the Director otherwise in-
forms the Enterprise in writing, an En-
terprise must cease offering a new
product or engaging in a new activity
immediately upon discovering or re-
ceiving notice from the Director that
the Enterprise has—

(1) Offered a new product or com-
menced a new activity without submit-
ting a Notice;

(2) Offered a new product or com-
menced a new activity after submitting
a Notice but before approval is granted,
and before the expiration of the time
provided for the Director to make a de-
termination under §§1253.3 and 1253.4;

(3) Offered a new product after the
Director disapproved it; or

(4) Failed to adhere to any terms,
conditions or limitations established
by the Director in his or her approval
of a new product or activity.

(b) Within five (5) business-days of
the discovery or notice of any of the
events described in paragraph (a) of
this section, the Enterprise must pro-
vide the Director a written description
of the failure or failures of controls
that resulted in the offering of the new
product or commencement of the new
activity in contravention of this regu-
lation, and the steps that the Enter-
prise has taken or will take to reme-
diate the control failures. The Enter-

12 CFR Ch. XII (1-1-13 Edition)

prise must provide the board of direc-
tors of the Enterprise and chief risk of-
ficer, internal audit, and compliance
officer of the Enterprise with a copy of
the written description on the same
date the description is provided to the
Director of FHFA.

(c) In the event that the Enterprise
elects to resubmit the Notice of a new
product or new activity that was un-
dertaken in contravention of this regu-
lation, the resubmission must provide
sufficient documentation of the effec-
tiveness of the remediation efforts de-
scribed in paragraph (b) of this section.

(d) Failure to comply with para-
graphs (a) or (b) of this section above
may result in FHFA’s taking enforce-
ment action, including pursuant to 12
U.S.C. 4631 (orders to cease and desist),
12 U.S.C. 4632 (temporary orders to
cease and desist), and 12 U.S.C. 4636
(civil money penalties).

§1253.8 Availability of new product to
an Enterprise after it has been ap-
proved for the other Enterprise.

(a) If the Director approves a new
product for one Enterprise or the new
product is otherwise available to that
Enterprise under §1253.4, the other En-
terprise may also undertake that new
product, subject to submitting a re-
quest to the Director in the form of a
Notice under §1253.3 and approval by
the Director.

(b) The Director may require such
further information from the request-
ing Enterprise as he or she deems nec-
essary to approve or deny the request.
Approving the request does not require
public notice and comment.

§1253.9 Preservation of authority.

(a) The Director’s exercise of his or
her authority pursuant to the prior ap-
proval authority for products under
section 1321 of the Safety and Sound-
ness Act (12 U.S.C. 4541), and this regu-
lation and other issuances in no way
restricts—

(1) The safety and soundness author-
ity of the Director over all new and ex-
isting products or activities; or

(2) The authority of the Director to
review all new and existing products or
activities to determine that such prod-
ucts or activities are consistent with
the statutory mission of an Enterprise.
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APPENDIX TO PART 1253—PRIOR AP-
PROVAL FOR ENTERPRISE PROD-
UCTS—INSTRUCTIONS AND NOTICE OF
NEW ACTIVITY FORM

Appendix to Part 1253

PRIOR APPROVAL FOR ENTERPRISE PRODUCTS

INSTRUCTIONS for the NOTICE of NEW ACTIVITY FORM

INSTRUCTIONS FOR NNA SUBMISSION
GENERAL INSTRUCTIONS

The Notice of New Activity (NNA) submission addresses two functions of the Federal
Housing Finance Agency—it provides information on activities that may constitute a new
product or new activity under the Housing and Economic Recovery Act of 2008 (12 USC
4541) and on activities that do not constitute a new product subject to the approval
provisions of the law, but represent an activity that merits safety and soundness review
under multiple provisions of the Federal Housing Enterprises Financial Safety and
Soundness Act (12 USC 4501 et seq.)

Once the submission is made, FHFA will first determine if the activity is a new product and
will direct consideration of such product under the provisions of the statute and regulation,
which may involve public comment. If the new activity is determined not to be a new
product, then the information contained in the submission will be employed by FHFA for a
review of safety and soundness matters as part of its routine supervisory program.

A. Notice of New Activity (NNA) Submission

1. New Activity. A new activity for purposes of this submission includes the planned
deployment of a new activity that constitutes a new product under the approval provision of
FHEFSSA as amended by HERA or a significant expansion or alteration of an existing activity
or product that does not require approval under HERA amendments of 2008 but is to be reviewed
under safety and soundness provisions of the Act. A new activity may include alteration of an
existing activity in such a manner as to affect significantly the risk, management, capital effect,
operational controls, legal effect, anticipated business impact on the Enterprise (dollar effect),
and accounting or taxation for such activity. This will include a pilot program.

A new activity does not include a minor, non-substantive transaction or activity that does not
involve significant credit, interest rate, operational (including internal control and accounting) or
reputation risk separate and apart from an existing activity. In general, a new activity would not
include an increase in an existing product or activity of less than a 25% investment increase. For

Instructions for the Notice of New Activity Form (FHFA Form # 071) (06/2009)
I
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example, if an existing multi-family mortgage purchase activity will be altered to require
collection and analysis of additional loan data to facilitate Enterprise purchases, even though the
change may be labeled as “new” by the Enterprise in its communications, the Enterprise may
inform FHFA that it does not constitute a new activity but rather an activity or product addition
or enhancement. The Enterprises will work with examiners to assure clarity regarding whether
an activity is new and fits within the Notice of New Activity (NNA) submission requirement.

2. New Product. A new product is determined by the Director of the Federal Housing
Finance Agency (FHFA) in line with the Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 and the FHFA new product regulation at 12 CFR part 1253.

A new product does not include: (a) the automated loan underwriting system of an Enterprise in
existence as of July 30, 2008, including any upgrade to the technology, operating system, or
software to operate the underwriting system; and (b) any modification to the mortgage terms and
conditions or mortgage underwriting criteria relating to the mortgages that are purchased or
guaranteed by the Enterprise, provided that such modifications do not alter the underlying
transaction so as to include services or financing, other than residential mortgage financing; or
(c) any activity that is substantially similar to the activities described in (a) and (b).

3. Expanded activity or product. In general, a significant expansion of an activity or product
constitutes an expanded existing activity or product, subject to a submission requirement for a
safety and soundness review, if it fits one or more of the following criteria:

-- expanded scope of an activity or product, including a significant increase in size, in risk
levels (credit, interest rate, market or operational) or a significant change in activity or
product limits or marketing;

-- movement from a pilot program or product test to a fully deployed activity or product; or

-- such other criteria as provided in writing by the Director.

4. Consultation with FHFA. Prior to submitting a NNA, an Enterprise may seek clarification
that while an initiative meets one or more of the criteria for an expanded activity or product, the
change does not meet a level of significance to justify filing a NNA or presents timing concerns
that are not addressed under procedures set forth below.

B. Exemptions

The exemptions from submitting a NNA included in the definitions provided above do not
exempt reporting or other communications to examiners or other offices under separate requests
by or reporting requirements of FHFA.

C. Procedures and Content

1. Submission to FHFA

Instructions for the Notice of New Activity Form (FHFA Form # 071) (06/2009)

I
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(a) Normal Submission. Completed notices of new business activities or products, or
expansion or alteration of an existing activity or product, should be provided on a NNA to
FHFA. If a determination is made that an activity represents a new product and that a public
comment period is required, the Director shall so inform the Enterprise as soon as practicable.
Unless notified otherwise in writing by FHFA, an Enterprise may not undertake a new activity
until more than fifteen (15) business days after a completed notice was submitted to FHFA, or a
new product until more than sixty (60) days after a determination that an activity represents a
new product.

(b) Temporary Approval. ~ An Enterprise may request temporary approval for a new product
pursuant to 12 CFR 1253.4(c) upon exigent circumstances that make the delay associated with
the 30-day public comment period contrary to the public interest. If an Enterprise requests
temporary approval, it shall indicate such request on the NNA along with any supporting
information. An Enterprise may request temporary approval for an expanded product or activity
where circumstances exist meriting such temporary approval, such as a compelling business
need, public interest, judicial order, regulatory directive from another federal agency or other
emergency situation. Such request should be made at the time of submitting a NNA.

(¢) Confidentiality. Information labeled confidential or proprietary contained in a NNA will be
considered for such treatment by FHFA pursuant to 12 CFR 1253.5.

(d) Completing NNA Form.

(i) Provide a response or comment on every item in the Form. If an item on the Form
is not applicable or relevant, state so and briefly explain why.

(ii) Responses or comments should be comprehensive; address all issues contained in an
item.

(iii) Provide appropriate supporting documentation. Indicate on the form the number
of the supporting item(s) and on the attached item(s) to which requirement the
documentation refers.

(iv) If all items are not addressed, or if the information does not provide FHFA with
sufficient bases upon which to make a determination, FHFA will not consider the Form
received and will not process the Form.

(e) Submitting the Form
(i) Submit an electronic copy of the Form and supporting documents to:

newproducts@fhfa.gov. Be sure to clearly label supporting documents and reference the
item(s) to which they relate; and,
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(ii) Submit hard copy of the Form and supporting documents to: Senior Associate
Director for Housing Mission and Goals, Office of Housing Mission and Goals, Federal
Housing Finance Agency, 1700 G Street, NW., Fourth Floor, Washington, DC 20552.

D. Supplemental Instructions

Name of Insert the name by which the Enterprise refers to the proposed new
Proposed activity/new product.

Activity/New

Product

Item 1 The indication that a new activity is or is not a new product should include

detailed information in support of such a determination. Reference should
be made to the Federal Housing Enterprises Financial Safety and Soundness
Act of 1992, as amended, and to FHFA regulation on new products. Such
supporting information should include a legal analysis and supporting
historical information. Even if a new product determination has been
previously made by FHFA, the Enterprise should note such determination
and why the new activity does or does not fit within such prior
determination as well as whether there are safety and soundness or charter
matters that require additional consideration for the Enterprise to offer such
activity or product.

The description should address the factors the Director may consider when
determining whether a new activity is “substantially similar” to the
activities described in 12 USC 4541(e)(1)(A) and (B) or other activities that
have been previously approved in accordance with 12 USC 4541 which
include: (1) if the activity in question is a product; (2) whether the new
activity is authorized under the Charter Act (Fannie Mae) or Corporation
Act (Freddie Mac); (3) whether the activity in question represents an
upgrade to the way an approved product is delivered; (4) whether the
activity in question poses a significant change in risk to the Enterprise or
mortgage finance system from a previously approved product or activity;
(5) whether the activity in question involves a significant change in terms,
conditions, or limitations expressly contained in any prior approval granted
under this part; (6) whether the activity in question poses a significant
change in its effect on the public interest compared to a previously
approved product or activity; (7) the tradeoff between any combinations of
changes in risk, public interest, and safety and soundness; (8) whether the
activity in question is likely to require the dedication of significantly more
Enterprise resources; (9) whether the activity in question requires approval
by regulators other than FHFA; (10) whether the activity in question
involves new classes or types of borrowers, investors, or counterparties or
new classes or types of collateral; or (12) such other factors as FHFA
determines appropriate.
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Item 5 Information about the management structure should include names and
titles. Organizational charts should be attached. Staffing plans should
indicate authorized and on-board levels as of a stated date.

Item 6 The description should address the factors the Director may consider when
.| determining whether the proposed new activity is in the public interest.
These factors include: (1) the degree to which the proposed new activity
might reasonably be expected to advance any of the four charter purposes of
Fannie Mae or Freddie Mac; (2) the degree to which the activity serves
underserved markets as set forth at 12 USC 4565; (3) the degree to which
the activity is being supplied or could be supplied by non-government-
sponsored-enterprise firms; (4) other alternatives for providing the service
to the market; (5) the degree to which the new activity promotes
competition in the marketplace or, to the contrary, would result in less
competition and greater concentration of economic activity or risk; (6) the
degree to which Enterprise provision of the service overcomes natural
market barriers or inefficiencies; (7) the degree to which Enterprise
provision of the activity might raise or mitigate systemic risks to mortgage
and financial markets; (8) the degree to which the activity furthers fair
housing; and (9) such other factor determined appropriate by FHFA.

Item 8 This includes applications for patents, and requires copies of
correspondence FROM the Enterprise TO other regulators or foreign
governments. “Foreign governments” includes agencies and regulatory
bodies of foreign governments.

Item 15 The description should indicate whether and the extent to which the
proposed new activity increases or decreases risk for each risk component
(credit, market, model, governance (including reputation), and operational
risk).

The instructions provided here and the information required by the FHFA Notice of New
Activity Form may be modified by FHFA from time to time, and written notice will be provided
in advance to the Enterprises of any such modification.
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FEDERAL HOUSING FINANCE AGENCY

12 CFR Part 1253 — Appendix
NOTICE OF NEW ACTIVITY FORM
SEE INSTRUCTIONS FOR INFORMATION REQUIRED TO BE SUPPLIED ON THIS FORM

Enterprise:

Purpose of the Proposed New Activity/New Product/Expanded Activity Submission

The Notice of New Activity (NNA) submission addresses two functions of the Federal Housing
Finance Agency—it provides information on activities that may constitute a new product or new
activity under the Housing and Economic Recovery Act of 2008 (12 USC 4541) and on activities
that do not constitute a new product subject to the approval provisions of the law, but represent
an activity that merits safety and soundness review under multiple provisions of the Federal
Housing Enterprises Financial Safety and Soundness Act (12 USC 4501 et seq.)

Once the submission is made, FHFA will first determine if the activity is a new product and will
direct consideration of such product under the provisions of the statute and regulation, which
may involve public comment. If the new activity is determined not to be a new product, then the
information contained in the submission will be employed by FHFA for a review of safety and
soundness matters as part of its routine supervisory program.

Enterprise Contact Information:

Name:

Title:

Telephone Number:
Email Address:

Name of the Proposed New Activity/New Product/Expanded Activity:

Description of the Proposed New Activity/New Product/Expanded Activity:

1. Description of Activity/New Product. Provide a complete and specific description of the
proposed new activity, and provide the Enterprise’s view of why this proposed new
activity should or should not be considered a new product.

FHFA Form # 071 (06/2009) (Notice of New Activity Form)
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(For example, explain why an activity relates to an upgrade of the automated
underwriting system in existence as of July 30, 2008, relates to a modification to
mortgage terms and conditions without altering the underlying transaction or relates to
any activity substantially similar to any existing activity, as provided under 12 USC
4541(e) and 12 CFR Part 1253).

[If the activity is considered a new product, insure that any information the

Enterprise feels should not be made public is so designated with an explanation for such
designation. Also, if the activity is considered a new product, please provide the
Enterprise’s view on whether the new product should be considered for temporary
approval.]

NOTE: the term “new activity” as employed here, encompasses “new product.” Also see
definition of “new activity” in 12 CFR 1253.2.

2. Business Rationale and intended market. Describe the business rationale for the
proposed new activity. If the proposed new activity represents a business line for the
Enterprise, describe the business line, and the rationale for the business line, and what
products are being offered or proposed to be offered under such business line. Also
describe the intended market for the proposed activity, including any market research
performed relating to the proposed activity.

3. Unusual or Unique Characteristics. Describe any unusual or unique characteristics of the
activity, including those involving reputation risks.

4. Projected Size and Start Date of the New Activity. State the anticipated commencement
date for the proposed new activity. Describe and provide analysis, including
assumptions, development expenses, expectations for the impact of and projections for
the projected quarterly size (for example, in terms of cost, personnel, volume of activity,
or risk metrics) of the proposed new activity for the first 12 quarterly periods of
deployment and projected profit and loss..

5. Units and Personnel with Responsibility over the New Activity. Describe the Enterprise
business units(s) involved in conducting the proposed new activity, including any non-
Enterprise affiliation or subsidiary relationships, and the roles of each. Describe the
management structure, including proposed manager(s) of the proposed new activity;
reporting lines, planned oversight, and review of the activity; and proposed staffing for
the activity.

6. Impact on Public Interest. Describe the impact of the proposed new activity on the public
interest compared to a previously approved activity. Provide sufficient information to
address the factors the Director may consider when determining whether the proposed
activity is in the public interest, including: (1) the degree to which the proposed product
might reasonably be expected to advance any of the four charter purposes of Fannie Mae
or Freddie Mac; (2) the degree to which the proposed product serves underserved markets
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as set forth at 12 USC 4565; (3) the degree to which the proposed product is being
supplied or could be supplied by non-government-sponsored-enterprise firms; (4) other
alternatives for providing the service to the market; (5) the degree to which Enterprise
provision of the service overcomes natural market barriers or inefficiencies; (6) the
degree to which Enterprise provision of the proposed product might raise or mitigate
systemic risks to mortgage and financial markets; and (7) the degree to which the
proposed product furthers fair housing.

7. Legal Analysis. Provide a legal opinion on whether the proposed activity complies with
the Enterprise’s authorizing statute, does or does not constitute a new product and other
legal matters relating to the deployment and offering of the new product.. Provide copies
of legal opinions from in-house or outside counsel relating to the Enterprise’s proposed
activity. If the Enterprise is relying on the “necessary and incidental” authority, describe
in detail how the proposed new activity is necessary and incidental to one or more
specific charter authorities. Legal analysis should include other non-charter compliance
matters. If legal analysis was provided for a similar activity such analysis may be
appended with such additional analysis as is appropriate.

8. Other Regulatory Applications. Provide copies of all notice and/or application
documents— including any application for patents— the Enterprise has submitted to other
regulators (federal, state or local) or to foreign governments relating to the proposed new
activity. Include all presentation documents, correspondence with the regulator or
government pertaining to the application or notice, and all decisional documents issued
by the regulator or foreign government.

9. Relationships with non-secondary market participants. Describe the extent to which the
proposed new activity includes relationships with non-secondary market participants,
including, but not limited to: borrowers, real estate brokers, housing counselors, mortgage
brokers and government officials.

10.  Business Requirements. Describe any business requirements for the proposed new
activity, including for example, data processing systems, accounting systems,
performance tracking systems, and interface capacity with other Enterprise systems and
departments.

11.  Acquisition. If an acquisition is involved, describe the financial features of the
transaction and provide pro forma financials of the acquiree.

12.  Accounting Treatment. Explain whether the proposed new activity is expected to have an
accounting effect; explain any accounting treatment proposed for the new activity.

13.  Tax Implications. Describe the anticipated tax impact of the proposed new activity, and
provide analysis, including assumptions, expectations for the impact of, and projections
for tax liabilities (credits) associated with the proposed new activity on a quarterly basis
for the first 12 quarterly periods of the new activity’s commencement.
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14.

15.

16.

17.

Earnings and Capital Implications. Describe, explain and provide analysis, including
assumptions, expectations for the impact of, and projections for the anticipated impact to
earnings and capital of the proposed new activity on a quarterly basis for the first 12
quarterly periods of the new activity’s commencement.

Risk Implications. Describe the impact of the proposed new activity on the risk profile of
the Enterprise and on the mortgage finance system from a previously approved activity.
Provide sufficient information to document whether the impact represents a material
change to the Enterprise’s risk profile.

Performance reports and Risk Controls. Describe the type of information that will be
contained in the routine reports that will be generated to capture the performance of the
proposed activity, and include prototype of such performance reports. Describe any and
all routine and special controls in place or planned to be put in place for the proposed new
activity. Include in the description: operational risk controls; credit risk controls; market
risk controls; model risk controls; and governance (including reputation) risk controls.

To the extent possible, quantify the risks associated with the proposed activity.

Other Safety and Soundness Implications. Describe how the proposed new activity is
consistent with the safety and soundness of the Enterprise and the mortgage finance and
financial system. Include information about the process the Enterprise went through to
develop the proposed new activity and to obtain necessary internal approvals (including at
the executive level, the executive committee level and/or Board of Directors level).
Provide copies of any: presentations made to executives, executive committees or Board
of Directors; minutes of meetings at which such presentations were made; and decision
documents. FHFA will automatically consider such Board presentations, minutes, and
decisions documents for confidential treatment under 12 CFR 1253.5.

CERTIFICATION:

Signed:

To the best of my knowledge and belief, the information contained in this filing,
including any supporting materials, contains no material misrepresentations or omissions,
is true, correct and complete.

Print Name:

Title:

Date:
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